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Business and Industry Economic Outlook Survey
Results
The results of the Dec. 2005 Business and
Industry Economic Outlook Survey have been
posted to our Financial Management Center
Web site. The response in Dec. was tremen
dous with 1,903 CEOs, CFOs, controllers and
other CPA decision makers providing their
perspectives on the economy and on the
prospects for their own companies.
The results show a very similar pattern
that was revealed in the June 2005 survey with
more optimism being expressed about the
prospects for respondents’ own organi
zations than for the economy as a
whole. With respect to individual com
panies, 74% continue to be optimistic
or very optimistic about the prospects
of their own organizations over the
next six months.
However, consistent with our finding in
June 2005, this sentiment did not translate
directly to the same level of optimism for the
economy as a whole; only 60% of respon
dents continue to be optimistic, or very opti
mistic about the economy at the macro level,
up slightly from 57% in June 2005 but down
from 71% in Dec. 2004.
Growth, spending, financing and work
force plans continue to support the strength
represented by this positive outlook across
companies of all sizes. While there is some
concentration of growth from non-U.S. mar
ket sources in the largest companies, over
60% of companies in each of the four size cat
egories expect either moderate or substantial
increases in growth from U.S. market sources
over the next six-month period.
Spending for IT continues to be strong
across the board as well, with 55% of all com
panies expecting to increase IT spending as
compared to only 5% expecting IT spending
reductions and 10% expecting their IT spend
ing to increase substantially.
Workforce increases are also expected to

continue with 45% of all companies anticipat
ing increases in total workforce size in the
next six months compared to 40% who were
anticipating increases as of June 2005. Only
11% of all companies surveyed anticipate
workforce reductions in the next six months,
with somewhat higher frequency among com
panies in the over $1 billion category.
More than 50% of the respondents indi
cated being more concerned in Dec. 2005 than
six months prior about energy costs, employee
costs and materials, supplies or equip
ment costs. Concern about energy costs
topped the charts with 85% of all
respondents being more concerned
about energy costs than they had been
six months earlier.
As with past surveys, we also queried
members on a few policy issues. With regard
to monetary policy, CPAs continue to be more
concerned about the impact of changes in
short-term interest rates on inflation than
unemployment.
When asked about proposals for U.S.
trade policy with China, 70% indicated sup
port for the current U.S. policy of supporting
gradual revaluation of the Chinese yuan vis-avis the U.S. dollar, 23% support treating cur
rency manipulation as a trade violation and
imposing sanctions and 7% support imposing
sanctions without declaring currency manipu
lation as a trade violation.
When asked about the President’s
Advisory Panel on Tax Reform’s recommended
plans, 55% indicated a preference for the
Simplified Tax Plan (primarily impacting indi
vidual taxes) and 45% indicated a preference for
the Growth and Investment Tax Plan (including
more significant changes in business taxes).
For more information on the survey, visit
the Financial Management Center:

survey

fmcenter.aicpa.org
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Business Continuity Management: Surviving and
Thriving Through Organizational Uncertainties
By Melanie Woodard McGee, CPA, CFE and Robert Colman
The critical importance of effective business continuity manage
ment (BCM) capabilities has been validated, time and again, over
the past several months. The devastation and chaos from tragedies
such as the Indian Ocean tsunami, terrorist attacks on London’s
subway system, and recent U.S. Gulf Coast hurricanes, have
demonstrated that, in many respects, both public and private BCM
capabilities fall far short of acceptable levels.
In a newly released Management Accounting Guideline
(MAG), Business Continuity Management, author Eric Krell points
out that the frequency of man-made and natural disasters has
increased in recent years. More importantly, as Krell cautions, the
impact of disasters on companies has greatly increased and intensi
fied as a result of technological advances, progressing globalization,
and the extension of the supply chain.
To date, however, efforts by most organizations to enhance
their BCM capabilities remain negligible. A recent study notes that
93% of companies that lose critical systems for more than 10 days
quickly file for bankruptcy (Kahan, 2005). Therefore, it is becom
ing increasingly apparent that, without an effective business conti
nuity plan, an organization often simply cannot survive the uncer
tainties that will inevitably occur, let alone thrive.
The intent of the new MAG, jointly produced by the AICPA
and CMA Canada, is not to fear monger; rather, the publication
endeavors to offer guidance on the most effective and cost-efficient
investments that businesses can make to improve their BCM capa
bilities.
The guideline sets out to define BCM as a corporate capability
and identifies its essential components and processes. Also defined
are the roles and responsibilities of individuals within the organiza
tion with respect to the development of effective BCM practices—
from corporate boards and senior-level executives, to finance and
accounting managers, to functional and operational managers, and
beyond. The MAG presents a systematic framework for developing
and maintaining effective BCM processes, as well as an overview
of available software applications that support the BCM processes.
From Disaster Recovery to Continuity Planning

Although the discipline has a long way to go, business continuity
management has progressed significantly over the past two
decades. In the past, the process that was typically viewed as disas
ter recovery and generally focused on data processing within the
information technology (IT) function. Early implementation
focused primarily on getting hardware, software and the associated
data up and running again after a loss of power or destruction at a
particular site.

AICPA
While many effective business continuity tactics have emerged
from disaster recovery strategies within the IT function, today’s
business continuity planning efforts require a cross-company per
spective, making it clear that the process can and should no longer
be the sole domain of the IT function. In effect, disaster recovery
has evolved into the business continuity planning process.
As the figure on page D3 illustrates, business continuity plan
ning begins with executive-level assessments of the organization’s
continuity objectives. That assessment is followed by the identifica
tion of the organization’s key business processes. Finance and other
business managers can then analyze the critical components of
those processes: people, facilities, technology systems and their
corresponding data.
The analysis also considers how an unexpected business inter
ruption might affect suppliers and customers. A response approach
is then designed to ensure that critical components of the business
process are restored within an acceptable timeframe.
Determining an acceptable timeframe requires input from the
finance and accounting function, as a thorough understanding of
each process’ value to the business, and the cost of restoring that
process within the specified period of time, is key. The resulting
plan must then be monitored, tested and, when necessary, modified
or updated to ensure continued effectiveness.
Benefits and Stumbling Blocks

While many organizations are implementing business continuity
plans because they are being required to by regulatory mandate, by
insurance underwriting requirements or because they are critical
partners in a supply chain, many are doing so because they see real
business benefits. According to the Business Continuity Institute:
• BCM can be used by companies to differentiate their service
delivery or product-delivery resilience to potential customers.
• Thorough business impact analyses as well as ongoing business
continuity monitoring can expose business inefficiencies.
• Retaining customers following a disaster is less expensive than
acquiring new customers.
• Successful crisis management experiences can boost morale
among the workforce and help prevent employee turnover fol
lowing a disaster.
The recent occurrence of Category 5 hurricanes and costly
Internet viruses and worms often stimulate such BCM questions as:
Who’s in charge of our continuity planning? Where is the actual
plan? Yet Krell cautions that BCM commitment is often difficult to
sustain over time, due to several obstacles that prevent organiza
tions from installing, maintaining, monitoring and upgrading their
business continuity capabilities. Those obstacles include:
• “Vividness bias:” “Vividness bias” (Bazerman and Watkins,
2004) prevents most individuals from thinking about troubling
matters and major risks unless those issues play out, intensely
continued on page D3
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and repeatedly before their eyes.
• Competing priorities: Many areas of an organization resist conti
nuity planning processes when more immediate and visible
demands—such as quarterly financial performance targets, pro
duction quotas and quality objectives—occupy them.
• Lack of standards: BCM and disaster recovery are relatively new
disciplines that have undergone dramatic evolutions in recent
years, but established standards are only beginning to emerge,
thanks to BCI and some industry organizations. For example, the
Automotive Industry Action Group (AIAG) recently published a
guideline titled “Crisis Management for the Automotive Supply
Chain.”
To ensure that the organization does not fall victim to these
potential pitfalls, a sound BCM plan that clearly defines roles and
responsibilities is paramount. An effective BCM strategy demands
active involvement of the board of directors, senior executive team,
the corporate finance and accounting function, along with all other
corporate functions and business units in the organization.
While the ultimate responsibility for BCM strategies rests with
senior leadership and the board, there is growing sentiment that cor
porate finance is the logical place to house much of the BCM plan
ning and processes. Preparing the organization’s finance and
accounting team to respond effectively is the first step, and the new
MAG, Business Continuity Management, will help financial profes
sionals do so.
For more information on this MAG and others, visit
fmcenter.aicpa.org/Resources/Developments+in+
Management+Accounting/

China’s Five Surprises
Companies doing business in China,
intending to do so or otherwise inter
ested in the impact of China on the
global economy, will find the recent
Resilience Report from Booz Allen
Hamilton of interest. The article challenges
assumptions about the rapidly transforming
Chinese economy that are based on the past
10 years of experience and argues that the
lessons learned may not necessarily be rele
vant for the next 10 years. The article sug
gests five surprises in China’s future. These
surprises are:
• “Why not me ? ”: The intensity of Chinese
entrepreneurialism is propelling many
companies, even now, beyond a role as
producers of low-cost commodities.
• Fearless experimenters: China’s empha
sis on rapid-fire research and develop
ment makes it a seedbed for original
products and services in the future.
• China’s “brain gain”: The ability to
attract and retain executives from around
the world has provided a higher level of
competence for China’s enterprises.

Business Continuity Planning

Melanie Woodard McGee is Director of MBA Programs for the
University of Texas at Arlington. She is a member of the AICPA’s
Business and Industry Executive Committee and served as a mem
ber of the CMA/AICPA Focus Group for the newly released
Management Accounting Guideline. McGee received her M.S. in
Accounting from the University of Texas at Arlington and her B.S.
in Accounting from Louisiana Tech University. Robert Colman is
Editor-in-Chief of CMA Management Magazine.

Out from Guanxi: Outsiders still view
China as a largely patronage-based econ
omy, in which connections and eth
nic background determine success,
but increasingly (at least in some
sectors), high-quality management
and transparent governance struc
tures count more.
• China’s overseas ambition: The country
is taking on a role as a catalyst of sus
tained economic growth in the emerging
markets of the developing world.
Many accounting professionals that
have done well in Hong Kong over the
years are now taking their skills and exper
tise to China and are being welcomed.
To read the complete article that
expands considerably on these five sur
prises, visit:
www.strategy-business.com/resilience
report/resilience/rr00028

news update

International Risks

BusinessFinanceMag.com recently featured
an update by Aon on the risks posed by
doing business in different parts of the
world. Aon ranks the countries currently
posing the greatest threat to U.S. supply

chains, because of natural disasters, politi
cal instability, arbitrary regulatory actions,
labor unrest and infrastructure failures, as
follows:
1. China
2. Venezuela
3. Mexico
4. India
5. Brazil
6. Italy
7. Nigeria
8. Canada
9. Japan
10. Guatemala
The article underscores the need to
undertake systematic reviews of political
and economic risks in the countries in
which they seek to conduct business to cre
ate practical supply chain alternatives, and
to develop other risk-mitigation strategies
to insulate the balance sheet from unantici
pated financial shocks. The Aon Risk Map
was also created in conjunction with
Oxford Analytica that provides deeper
insights into risks around the world.
For more information, visit:
www.aon.com/about/publications/
focus/focus_2006_
Jan_l 6 jsp
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PCAOB Dates for Small
Business Forums
Beginning in Nov. 2004, the Public
Company Accounting Oversight Board
held Small Business Forums in 10 cities,
which enabled PCAOB Board members

AICPA National Conference on
Employee Benefit Plans

and staff to meet with more than 1,000 rep
resentatives of small companies and small
public accounting firms to discuss how
PCAOB auditing standards and inspections
would affect them. The feedback received
from these forums assists the PCAOB in
understanding and considering the unique
needs of the small business community.

In light of the major changes affecting
executive compensation in both tax and
accounting, there is no better time to
attend NorthStar Conferences’ National
Conference on Executive Compensation.
The conference will take place June 5-6 at
the AICPA’s New York office.
This comprehensive program seg
mented into three modules—deferred
compensation, equity compensation, and
trends strategy and corporate gover
nance—will cover the design, funding and

Upcoming Forums will be in San Antonio,
May 2-3, and in Seattle on June 21.
Attendees have the opportunity to earn con
tinuing professional education credits. For
more information go to PCAOB Small
Business Forum.
www.pcaob.com/About_the_PCAOB/
Small_Business/Forum/index.aspx

You will also hear from the IRS, DOL and

and will have the opportunity to ask them
conferences Treasury
questions and get the answers you’ve been waiting for.

Learn new ways employee benefit plan regulations can
impact your audits by attending the AICPA National
Conference on Employee Benefit Plans. The confer
ence is being held May 8-10 at the Marriott Baltimore Waterfront
in Baltimore, Md.
The AICPA National Conference on Employee Benefit Plans is
the only conference of its kind that addresses both the auditing and
tax side of employee benefit plans. CPA practitioners, plan adminis
trators and auditors, as well as any professional involved in the
financial and administrative aspect of employee benefit plans will
learn how new and proposed legislation affects tax, auditing and
accounting processes and procedures.

National Conference on
Executive Compensation

AICPA

New and upcoming legislation and regulatory changes
will impact auditing and taxation of employee benefit
plans—making it more pertinent than ever to stay cur
rent on the latest issues.
The keynote address will be given by Steve Vernon, VP,
Watson Wyatt Worldwide. A new track has been added—“Ask the
Regulators” session—to benefit practitioners with less than five
years’ experience. You will also hear updates on the Employee
Benefit Audit Quality Center.
For more information or to register:

www.cpa2biz.com/conferences

administration of:
• Nonqualified deferred compensation
• Equity-based compensation
• Trends in compensation
• Compensation committees
• Incentive arrangements
The program will also include special
presentations on these hot topics:
• New SEC Rules: Issues of new proposed
regulation update
• 409A: Plan design issues
• FAS 123R: New accounting rules for
equity are impacting incentive plan
design

Write CPA Letter Articles, Receive CPE Credit
The CPA Letter Business and Industry supplement encourages
readers to share information and experiences through bylined
articles on subjects of interest to your fellow practitioners.
Moreover, if the topic fits our editorial calendar and your article
is featured, you may claim continuing professional education

Our industry leaders will discuss the
most current issues affecting executive
compensation, as well as provide practical
guidance on how to ensure compliance in
today’s economic and regulatory environ
ment. If you are an accounting, tax, or con
sulting professional working with executive
compensation, including practitioners,
CFOs, attorneys, employee benefit special
ists and HR directors in corporations, you
will not want to miss this program.
For more information or to register:
www.northstarconferences.com

credits for the time you spent preparing the article (in accordance
with the Joint AICPA/NASBA Statement on Standards for
Continuing Professional Education, revised as of Jan. 1, 2002).
The first step is to submit article topics for approval to:
pgreen@aicpa.org

